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Abstract 
With China’s economic growth, improvement of people’s living level, especially 
prosperity of real estate industry over the last 10 years, China’ furniture industry has 
developed rapidly. This thesis is focus on analyze the existing strengths and problems 
of the HRM in general Chinese small and medium private enterprises, and point out 
how the Chinese small and medium private enterprises solve their human resource 
management problem. Dalian Taihe Furniture Company is used as a case study to 
contribute to understanding how can small or medium size private enterprises 
strengthen their core competitiveness by focusing on their strategic human resource 
management to build strong relationships with their employee? And it will be through 
management system, staff quality and corporate macro and micro environment these 
three aspects to analyze and come out the conclusion. 
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Chapter 1 Introduction and background 
Now days, with the economic development, and global economic integration, the 
current Chinese small and medium private enterprises have become the most 
important part of Chinese national economy. Although these private enterprises 
developed very fast, generally, they still lack the core competitiveness in this fierce 
global market competition. Human resource management is one of the basic elements 
of the core competitiveness. Human resource management is the process of staffing, 
strategic planning, employee relationship and performance management. It also 
include all staffing activities (Barney, 2001). In order to build the core 
competitiveness, these private enterprises have to strengthen their human resources 
management (Barney, 2001). 
  
Firstly, this thesis should start with the background and characteristics of the private 
enterprises in China. In order achieve sustainable development, it is necessary to build 
the core competitiveness of enterprises, and this thesis is focus on analyze the existing 
strengths and problems of the HRM in these general Chinese small and medium 
private enterprises, and point out how the Chinese small and medium private 
enterprises solve their human resource management problem. There are three aspects 
to analyze the problem: management system (Becker & Gerbart, 2006), staff quality 
(Conner & Parahalad, 1996, Crook et al, 2008) and corporate macro and micro 
environment (Chen, Bliese & Mathieu, 2005).   
 
Then the paper will analyze a real-world example, the human resource management 
of Dalian Taihe Furniture Company, it is my family business, as a small size private 
enterprise, what is the current situation issues of the human resources management in 
my family company, pointed out and identify the problems, and why that human 
resource management is a bottleneck in the development of private enterprises. All 
Chinese small/medium companies have a bottleneck in the development of private 
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enterprises on human resource management (Yung, 2012).  
 
At last, for those problems of Chinese private enterprises, how can they improve and 
strengthen their human resource management. Finally, come out the final 
recommendations and countermeasures. 
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Chapter 2 Problem formulation 
 
2.1 Problem area 
 
Although these private enterprises developed very fast, generally, they still lack the 
core competitiveness in this fierce global market competition. Therefore, more and 
more companies are facing a large challenge. Human resource management is one of 
the basic elements of the core competitiveness (Barney, 2001). In order to strengthen 
their core competitiveness, these private enterprises have to strengthen their human 
resources management (Becker & Gerhart, 2006). 
 
Dalian Taihe, as a small size private furniture enterprise, is facing the same challenge, 
although it is developed into a small firm from a previous family workshop in Dalian 
market, Taihe must build a clear human resource management system which should 
strengthen its core competitiveness to achieve sustainable development.  
 
2.2 Problem formulation 
 
“How can small or medium size private enterprises strengthen their core 
competitiveness by focusing on their strategic human resource management to build 
strong relationships with their employee? 
 
Core competencies refer to the capabilities and competitive advantage which can help 
enterprises improve their performance and win more advantages. Core competencies 
are not substitutable, non-imitable, rare and valuable (Barney, Wright & Ketchen, 
2001).  
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Strategic human resource management is the process which enterprises and different 
organizations to design effective performance approach and identify problem and help 
them to increase human capital in competitive environment (Boxall & Purcell, 2008).  
 
2.3 Research question 
 
2.3.1 What are private enterprises, and what is the status of Chinese small or medium 
size private enterprises in human resource management such as staffing, recruitment, 
selection, training and remuneration and so on.  
 
2.3.2 What are the problems of the private enterprise human resource management in 
Taihe Furniture Company?  
 
2.3.3 How can a company strengthen their competitive advantage by using the HRM 
strategies in current situation?  
 
 
 
 
 
 
 
 
 
 
 
 
 9 
Chapter 3 Methodology 
 
3.1Qualitative research 
 
This research use qualitative research method to conduct investigation. Qualitative 
research can seek to explore phenomena and describe variation. It can describe group 
norms, individual experience, relationship and open-ended question to resolve 
research problems. The participant responses also affect how and which questions 
researchers ask next. Instruments use more flexible, iterative style of eliciting and 
categorizing responses to questions (Zikmund, et al, 2010).  The researcher 
investigate how can small or medium size private enterprises strengthen their core 
competitiveness by focusing on their strategic human resource management to build 
strong relationships with their employee. The qualitative research is the research that 
addresses business objectives through techniques that allow the researcher to provide 
elaborate interpretations of phenomena without depending on numerical 
measurements. Its focus is on discovering true inner meanings and new insights 
(Zikmund et al, 2010). This dissertation will use semi-structured interview to achieve 
the investigation. 
 
3.1.1 Techniques of qualitative research 
 
There are many tools for qualitative research conduction. Main techniques of 
qualitative research are thematic apperception, cartoon tests, collages, observation, 
word association, sentence completion, semi-structured interviews, conversations, 
depth interviews and focus group interviews. 
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Following table shows main qualitative research tools:  
 
Tool  Description  Type of 
approach 
(category)  
Key 
advantages 
Key 
disadvantage  
Focus group 
interviews  
Small group 
discussions led 
by a trained 
moderator  
Ethnography, 
case studies  
Flexibility  
Gain 
multiple 
perspectives  
Can be done 
quickly  
Expensive 
Difficult to 
use for 
sensitive 
topics  
Results do 
not 
generalize to 
larger 
population  
Results 
dependent on 
moderator  
Thematic 
apperception/carto
on tests  
Researcher 
provides an 
ambiguous 
picture and 
respondent tells 
about the story  
Phenomenolog
y, 
Grounded 
theory  
Projective, 
allows to get 
at sensitive 
issues  
Flexible  
Highly 
dependent on 
theresearcher
’s 
interpretation  
Collages  Respondent 
assembles 
pictures that 
represent their 
Phenomenolog
y, grounded 
theory  
Flexible 
enough to 
allow novel 
insights  
Highly 
dependent on 
the 
researcher’s 
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thoughts/feelin
gs  
interpretation 
of the collage  
Depth interviews  One-on-one, 
probing 
interview 
between a 
trained 
researcher and 
a respondent  
Ethnography, 
Grounded 
theory, case 
studies  
Gain 
considerable 
insight from 
each 
individual 
Good for 
understandin
g usual 
behaviors  
Results 
dependent on 
researcher’s 
interpretation
, results not 
meant to 
generalize  
Very 
expensive  
Conversations  Unstructured 
dialogue 
recorded by a 
researcher  
Phenomenolog
y grounded 
theory 
Gain unique 
insights 
from 
enthusiasts 
Can cover 
sensitive 
topics 
Less 
expensive 
than depth 
interviews 
or focus 
groups  
Easy to get 
off course  
Interpretation
s are very 
researcher 
dependent  
Semi-structured 
interviews  
One-ended 
questions, often 
in writing, that 
ask for short 
essay-type 
Grounded 
theory  
Ethnography  
Cost 
advantages 
over focus 
groups and 
depth 
Lack the 
flexibility 
that is likely 
to produce 
truly creative 
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answers from 
respondents  
interviews  
Results 
advantages 
over focus 
groups and 
depth 
interviews  
or novel 
explanations  
Observation  Recorded notes 
describing 
observed 
events  
Ethnography, 
grounded 
theory, case 
studies  
Can be 
unotrustive  
Can yield 
actual 
behavior 
patterns  
Can be very 
expensive 
with 
participant 
observer 
series  
Word 
association/sentenc
e completion  
Records the 
first thoughts 
that come to a 
consumer in 
response to 
some stimulus  
Grounded 
theory, case 
studies  
Economical  
Can be done 
quickly  
Lack the 
flexibility 
that is likely 
to produce 
truly creative 
or novel 
explanations  
 
(Zikmund et al, 2010, p142) 
 
In this research, the researcher will select telephone interview to conduct research. 
Depth interview can help the researcher to find opinions and perspectives on core 
competencies and strategies human resource management. From depth interview, the 
researcher can make good for understanding unusual behaviors. Depth interview is 
one-on-one interview method. It is a probing interviews between trained researchers a 
trained researcher and a respondent. The researcher can gain approval of respondents 
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and make effective research. 
  
3.1.2 Depth interview 
 
Depth interview is one-on-one interview method. It is a probing interview between a 
trained researcher a trained researcher and a respondent (Zikmund & Babin, 2010). 
The researcher can gain approval of respondents and make effective research on 
function of core competencies. In this qualitative research, the researcher makes an 
appointment with manager of HRM in Dalian Taihe Furniture Company. Depth 
interview can gain considerable insights from respondent. From depth interview, the 
researcher can make good for understanding unusual behaviors. Manager of HR is 
responsible for human resource management in enterprises. She may be interested for 
this topic. However, depth interview can result dependent on researcher’s 
interpretation. Results are not meant to generalize different problems.  
 
In this research, the researcher will use depth interview to interview and show up 
human resource manager of Dalian Taihe Furniture Company on their human resource 
strategies. From depth interview, the researcher investigate how can small or medium 
size private enterprises strengthen their core competitiveness by focusing on their 
strategic human resource management to build strong relationships with their 
employee.   From the investigation, the researcher analyzes the human resource 
management strategies such as recruitment strategies, selection method, and reward 
system and performance management. Training and devilment also is discussed and 
investigated in this dissertation. This research also analyzes the problems of the 
private enterprise on human resource management from Dalian Taihe Furniture 
Company.  
 
This research will use telephone interview to conduct depth interview. The researcher 
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made an appointment with HR manager, Tianxia Deng. She would like to accept my 
telephone interview. Dalian Taihe Furnitrue Company is located at 68 Qianguan 
Village, Gangjingzi district, Dalian city. Telephone number is 0086-15942616755. 
Interview questions are designed for preparation of interview based on appendices. 
The interview questions as a part of appendix show up at the end of the paper. The 
researcher will use telephone recording function to record all contents of interview 
because telephone has recording function. After completing interview with Tianxia 
Deng, the researcher transfer results of interview to computer. Then, the researcher 
use relevant HR theory and model to analyze these results of interview. From the 
depth interview, the researcher understands competencies of Dalian Taihe Furniture 
Company, HR strategies of Dalian Taihe Furniture Company, and other research 
objectives. From depth interview, the researcher realized what are the private 
enterprise and what is the status of Chinese small or medium size private enterprise in 
human resource management. In addition, the researcher also analyzes the problems 
of private enterprises on human resource management in China. From this depth 
interview, the researcher understand how can a company strengthen their competitive 
advantage by strengthen the HRM ways in current situation.  
 
3.2 Secondary research 
 
This research also will use secondary research to review literature in order to achieve 
research topic. The secondary data has low cost and less effort expended. The 
researcher use low cost and less efforts to make full use of second data to achieve 
research objectives. Secondary data may be available within the organization. They 
are given industry information and identify competitors. However, secondary data has 
limitations because secondary data may not meet data requirements and outdated. 
Outdated data could not guide people’s behavior. The researcher can use secondary 
data to collect data for some other purpose. There is no control over data collection. 
 15 
Secondary data may not be reported in the way it is required (Zikmund et al, 2010). 
This study uses relevant database, textbooks and library to seek relevant literature. 
From investigation of relevant literature, the researcher investigates how small or 
medium enterprise set up human resource strategies to recruit talented people and 
different skilled human resources, and to build strong relationships with their 
employee.   
 
3.3 Research strategy 
 
This research select case study and depth interview to investigate core competencies 
and different human resource strategies. Case study is Dalian Taihe Furniture 
Company. It implements effective human resource management and set up effective 
human resource strategies to identify different problems and help them to create high 
performance.  
 
3.4 Choice of theory 
 
3.4.1 RBV 
 
This research choose Resource-based View, a typology of recruitment strategies, a 
typology of performance types, determinants of job performance and the individual 
human resource cycle to investigate core competencies, and employee relationship in 
small or medium enterprise of China.  
 
The resource-based view (RBV) is theoretical framework which guides small or 
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medium enterprise’s behavior and human resource management. Small or medium 
private enterprise uses the bundle of valuable resources to allocate their resources and 
disposal (Conner & Prahalad, 1996). Small or medium size enterprises can transform 
a short-run competitive advantage into a sustained competitive advantage because the 
resource-based view is related to core competencies of small or medium size 
enterprises. Business organization can translate their valuable resources to the 
non-imitable and non-substitutable.  
 
Business organizations should identify the firm’s potential key resources. Business 
organization need to evaluate the resources and core competencies which other 
company could not imitate based on relevant criteria (Crook et al, 2008)). Their 
resources must be valuable. This is important criteria for resource measurement.  
 
3.4.2 Typology of performance types 
 
Stars  
 
RBV can be linked to performance types. Business organizations can use their 
resources to identify performance types. Different performance types reflect different 
abilities (Chen, Thomas & Wallace, 2005). Performance types are stars, solid citizens, 
marginal performers and chronic under-achievers. 
 
Solid citizens  
 
Solid citizens possess valued technical or managerial know-how related to established 
business operations. Technical or managerial know-how is important resource. These 
resources are rare, valuable, inimitable and non-substitution. Business organization 
can use their resources to create competitive advantage (Datta, Guthrie & Wright, 
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2005).  
 
Marginal performers  
 
Marginal performers could be generally adequate. They are not able to handle 
high-pressure situations. They are weak in a couple of critical performance domains. 
Marginal performers also are below most performance standards. However, marginal 
performers are capable of improvement through greater personal efforts to improve 
know-how (Delery & Doty, 2006). They are slightly below most performance 
standards. 
 
Chronic under-achievers  
 
Chronic under-achievers may have misrepresented their abilities at recruitment. They 
may be carrying major intellectual or emotional weaknesses. They have never been 
appropriately dealt with (Guthrie, 2001). They may seriously depressed and annoy 
inconsistent in motivation.  
 
3.5Case study 
 
The case study can be best applied when the research addresses descriptive or 
explanatory questions and aims to produce an understanding of people and event 
(Gwinner et al, 2005). Case study chooses Dalian Taihe Furniture Company to 
achieve research topic.  
 
Dalian Taihe Furniture Company was founded in 2003, and is the local small furniture 
brand in Dalian market of China. The company possesses a large number of 
professional skilled workers, strict management, sophisticated equipment and reliable 
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production, as well as comprehensive after-sale service systems. It offers after-sale 
service system to improve their service quality to meet customer needs. High 
customer satisfaction helps them to win high employee loyalty. Main products cover 
three major categories of panel furniture, sofa and bed. Moreover category of sofa is 
the featured product of the company, including leather sofa, cloth skill sofa, and sofa 
for offices, bar pubs and so on. And the firm provided relatively high-quality products 
and better after-sale service than other small firms. Most of customers are more 
satisfied with their product and service, thus it has a little reputation in Dalian market.  
 
Taihe regarded it as the company’s proposition “Offer the most high-quality products 
and the most perfect service to our customers”. Currently the company plays three 
roles in running its business, as retailer, wholesaler, and original equipment 
manufacturer. And as a retailer, the company’s main customers focus on the people 
over 40 years old and over middle-income family. As a wholesaler, all furniture retail 
stores in Dalian area and other surrounding cities, without capability of production 
and processing, could become Taihe’s potential customers. In this project, researchers 
only consider Taihe as a retailer in Dalian market.  
 
Even if Taihe has some reputation in the local market, it is facing a series of problems 
to the future development. For instance, the company has not enough resources, 
particularly in the area of effective marketing activities; it has limited understanding 
of marketing; Taihe has no a definitive indication to make planning for some forms of 
marketing communications; Taihe’s products lack innovation and new design, 
especially the products has no a clear brand personality which can distinguish from 
the other competitors; the company has no more attractable brand name and logo for 
the future brand extension to overseas, and so on (Interview, 2012).  
We will combine case study of Taihe Funiture Company with theories to analyze and 
discuss how a company set up effective HRM strategies to improve competitive 
advantage and performance.  
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3.6Reliability 
 
Reliability expresses the “consistency” or “repeatability” of researchers’ measures. It 
means if a measurement is conducted again using similar tools, and it will result in 
somewhat similar findings and conclusions. (Bryman, 2004) 
 
Data of this project is based on primary data and secondary data, including situation 
of Dalian market, background of Dalian Taihe Furniture Company. Majority of data 
need to be translated into English, which will lead to error or mistakes. Additionally 
some official statistics data are not exact. We as students should critically review data 
because on the one hand we might not have an insight into what variables have been 
used to measure; on the other hand we do not know how the secondary data has been 
collected and if they are reliable. Therefore these factors will affect the reliability of 
this project. 
  
3.7Validity 
 
Validity is related with the integrity of the conclusions, which means whether the 
researchers do answer the problem formulation (Bryman, 2004) in other words, if 
there is no relationship between theory framework and collection data, the research 
lost its purpose.  
 
According to Bryman’s viewpoint, this research depends on internal validity because 
of only using a main single case study to investigate. That means that we must 
understand how the theories interlink with cases. And research must ensure to 
measure what we want. These information are trustworthy and faithfully. 
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3.8Limitation 
 
In this project, we only concentrate on measurement of Dalian labor market, and take 
no account of other cities in China, because Dalian is the main market of Taihe 
Furniture Company.  
 
3.9Flow-Chat 
 
The flow-chat of this paper is showed below: 
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Introduction and Background 
 
Problem statement  
Problem formulation and  
Methodology 
Literature review and  
Theoretical perspective 
Data 
Case Study 
TaiHe 
 
Analysis and Discussion 
 
Conclusion 
 22 
Chapter 4 Literature review 
 
In this section, the researcher review relevant literature on human resource 
management and core competency of business organization. Relevant models are 
discussed in literature review. Talented people reflect competencies of business 
organization. Relevant recruitment strategies are reviewed in this chapter. This 
chapter introduces how business organization can select different recruitment 
strategies to recruit suitable people and skilled people to contribute growth of 
performance. Talented people also are core competencies which can help business 
organization to create competitive advantage. Based on labor market power and 
management creativity and proactively in recruitment activities, business organization 
can select status quo, innovative and autonomous, muddling through and flexible 
recruitment strategies to allocate their resource. 
 
4.1 Core competency 
 
Core competency is a specific factor which business can depend on. Business 
organization can use their core competencies to improve their performance and 
enhance their employee loyalty and commitment (Gwinner et al, 2005, Conner & 
Prahalad, 1996). Core competency is a specific factor. These factors can help business 
organization to enhance their employee engagement and employee commitment. For 
example, business organization can use their patents, trade mark, copyright and 
human capital to improve their competitive advantage and win high performance. 
Business organization needs to overcome different barriers such as culture shock, 
perspective difference, legal barriers and others and problems for achievement of 
organizational goals. Competitive advantage must be linked to their core competency. 
Core competency has three key criteria which indicate its competencies. The first 
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criteria arethat core competency is not easy for competitor to imitate. From its core 
competency, business organization can improve its competitive advantage (Jackson & 
Schuler, 1995, Joshi, Liao & Jackson, 2006). Patent, copyright, trade mark and others 
can help business firms to improve their competitive advantage. The second criteria 
are that core competency can be re-used widely for many markets and products. 
Business organizations can reuse their products and expand their market in global 
market and competitive environment. The third criteria are that core competency must 
contribute to the end consumer’s benefits and experience (Kozlowski & Hattrup, 1992, 
Lado & Wilson, 1994). Core competencies can help business organization to 
contribute their end consumer’s experience and benefits. Core competencies must 
help business firms to contribute their end consumer’s experience and meet different 
customer expectation. Dalian Taihe Furniture Company uses its core competencies to 
improve their competitive advantage and their performance. 
 
Business firms can use three criteria to measure their core competencies. A core 
competency has different forms. Business firms can use different forms to indicate 
their core competencies in order to identify different problems and improve their 
competitive advantage. Specific service quality can help them to improve their 
customer satisfaction and win high customer loyalty. Technical and subject matter 
know-how also is one of important core competencies. Business firms can apply 
technical and subject matter know-how to win high competitive advantage and high 
performance (Lado & Wilson, 1994, Makadok, 2001). Technical and subject matter 
know-how can link to a reliable process to create high competitive advantage. 
Business firms also build best customer relationship and supplier relationship in order 
to improve competitive advantage. Supplier’s relationship and customer relationship 
are core competencies which can help business organization win high performance 
and competitive advantage.  
 
Core competency also includes culture and product development. Best human 
resource management is one of important core competencies because human capital 
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decides success of business. Employee dedication, good market coverage and best 
HRM are core competencies of business firms. Core competencies have particular 
benefits. They can offer the fundamental basis to increase value and profitability of 
business firms (Parasuraman, Zeithaml & Berry, 1988). Core competencies also can 
help them to win high competitive advantage in global market and competitive 
environment. Core competencies coordinate diverse production skills. Core 
competencies also integrate the collective learning in different business organization. 
Business organization should conduct effective organizational learning in order to 
learn more knowledge and competencies from competitive environment. With change 
of environment, business organization can use different strategies and organizational 
learning to build best customer relationship and supplier relationship in order to 
improve their performance and competitive advantage. Core competencies can 
coordinate multiple streams of technologies with diverse production skills in order to 
make effective communication and strengthen involvement and strengthen a deep 
commitment to working across organization boundaries. Business organization can 
use their core competencies to build world leadership in more than six fundamental 
competencies.  
 
Core competencies can help business firms to identify their service and make 
effective resource management. Walt Disney World contributes their main core 
competencies to improve their competitive advantage. Their core competencies are 
efficient operation of them parks, animatronics and show design and storytelling, 
story creation and themed atmospheric attractions (Peteraf, 1993, Pugh, 2001).. Core 
competencies can integrate the value chain to examine the development of 
competitive advantage in order to create high performance. From value chain, 
business organization can use their core competencies to increase value and combine 
their support activities and primary activities to contribute performance. Business 
organization can make full use of human capital to create unlimited value and 
intangible asset.  
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The Resource Business View is a major branch for strategic human resource 
management. Based on the RBV, the firm should understand the administrative 
structure and make a bundle of productive resource management. The knowledge and 
experiences of the management team should be integrated. Business firms also need 
to focus on their subjective interpretation of the firm’s environment. Business 
organization should use core competencies to focus on heterogeneousness in order to 
retain important differences (Rousseau, 2005; Rust et al, 2002). The resource-based 
view (RBV) is a basis for a competitive advantage of a firm. Business firms can make 
full use of the bundle of valuable resources to transform a short-run competitive 
advantage. Business organizations can use their core competencies to transform 
short-run competitive advantage into a sustained competitive advantage because 
sustained competitive advantage requires heterogeneous resources in nature. Business 
organization can use core competencies to transform their core competencies to 
valuable resources. The firm’s bundle of resources can assist the firm to use their core 
competencies to sustain average returns.   
 
Some scholars discuss a core competence. A core competence is a bundle of skills and 
technologies. These core competencies can help business firms to provide particular 
benefits to customers. It also can help them to build best customer relationship and 
improve their service quality. Specific service quality also is one of core competencies 
for improvement of competitive advantage. A core competence is not product specific. 
A core competence represents a broad opportunity area or gateway to the future 
(Seibert, Silver & Randolph, 2004). Core competence can provide more business 
opportunities for business expansion. A core competence is not an asset in the 
accounting sense of the word. However, human capital is an asset in balance sheet of 
business organization. Some business firms would like to use human capital to 
increase value. A core competence has unique and represent the sum of learning 
across individual skills sets and individual organizational units.   
 
Jackson & Schuler (1995) uses the word capability to substitute competence. Its 
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framework identified the distinctive or core capabilities to underpin their services and 
products. Core capabilities are knowledge sets which composed of the content 
dimensions, process dimensions. The process dimensions are managerial systems, 
norm and values which link to different human resource policy. Business organization 
can use managerial systems to make effective HR policies (Shore & Tetrick, 1991). 
Business organization can use these capacities to make their HR policies. From 
effective HR policy, they can recruit, motivate and develop employees with the 
relevant skills and aptitudes.  
 
Following table show the four dimensions of a core capability: 
 
Core capability  Definition and content  
Values and norms  These determine what kinds of knowledge are sought 
and nurtured, what kinds of knowledge-building 
activities are tolerated and encouraged. These are 
systems of caste and status, rituals of behavior and 
passionate beliefs associated with various kinds of 
technological knowledge that are as rigid and complex 
as those associated with religion. Therefore, values 
serve as knowledge-screening and control 
mechanisms.  
Managerial systems  The accumulation of employee knowledge is guided 
and monitored by the company’s systems of education, 
rewards and incentives. These managerial systems can 
create the channels through which knowledge is 
accessed and flows. Particularly incentive structures 
can create the channels through which knowledge is 
accessed and flows. They also set up barriers to 
undesired knowledge-creation activities.  
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Physical technical systems  But technological competence accumulates not only in 
the head of people. It also accumulates in thephysical 
systems thatthey build over time-databases, machinery 
and software programs.  
Employee knowledge and 
skills  
This dimension is the most obvious one.  
 
(Kozlowski & Hattrup, 1992) 
 
4.2 Human resource management 
 
4.2.1 HRM and employee performance 
 
The performance equation is very effective for business organization’s performance 
management. The performance equation is introduced by Boxall & Purcell (2008). 
Business organization can use AMO framework to make effective performance 
management. The performance equation is P=f(A,M.O). The AMO framework 
indicates that individual performance is combination of individual’s abilities, their 
opportunity and individual motivation to perform in the specific context. AMO 
framework can guide business organization to guide their human resource 
management practices. Several studies agreed with AMO framework. Many firms can 
use AMO framework to make effective decision making for their human resource 
management (Wright & McMahan, 1992; Wright & Boswell, 2002). Based on AMO 
framework, ability is broken down into procedural knowledge and declarative 
knowledge and skills. The motivation includes the level of effort applied, the choice 
to perform and the degree of persistence. Individual attribute is linked to their ability 
and their motivation. The firms should use AMO theories to retain, develop and hire 
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motivated capability. Following table shows determinants of job performance: 
 
P= F(Declarative 
knowledge) 
* procedural 
knowledge and 
skill  
* Motivation  
 Facts  
Principles  
Goals  
Self-knowledge 
Cognitive skill  
Psychomotor skill  
Physical skill  
Self-management 
skill  
Interpersonal skill  
Persistence of 
effort 
Level of effort  
Choice to perform  
 
(Boxall & Purcell, 2008, p173) 
 
People’s abilities are relevant to their job and their performance. The people with high 
abilities can help them to improve their performance. Human resources portfolio can 
be matched with different individual types effectively. All companies need some 
blend of solid citizens and stars because the purpose of stars and solid citizens can 
minimize the numbers who fall into the problematic categories marginal performances 
and chronic underachievers (Lado & Wilson, 1994). Star employees would like to use 
innovation and path finding methods to improve individual performance. In 
knowledge-intensive industries, employees can increase their war for talent and make 
a disproportionate impact. Their rewards, retention and development can be taken 
attention and considered. Solid citizens are vital because they are reliable. This can 
decide their direction. Customers can deal with company and would like to gain quick 
promise from their business organizations. All stars can manage both stability and 
change. High performing team can exhibit a blend of team roles.  
 
Following figure show a typology of performance types  
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Stars Ability: Advanced highly respected technical experts, very capable 
general managers or highly creative business winners; over time, 
perceived as having star abilities by most people in the workplace 
and possibly the industry. 
Motivation: always operate with the necessary motivation; often 
capable of several periods of outstanding achievement in a single 
year; but may be vulnerable to ‘burnout’ and ‘workaholism’ 
Solid citizens Ability: possess valued technical or managerial know-how related to 
established business operations; help to ensure the organization can 
reliably deliver what it has promised its customers. 
Motivation: always operate with the necessary motivation; generally 
capable of sustaining performance through some periods of high 
pressure in a single year. 
Marginal 
performers 
Ability: could be generally adequate but not able to handle high 
pressure situations or weak in a couple of critical performance 
domains; or slightly below most performance standards but capable 
of improvement through greater personal efforts to improve 
know-how.  
Motivation: may be inconsistent in motivation (‘blowing hot and 
cold’); or generally motivated but occasionally depressed.  
Chronic 
under-achievers 
Ability: may have misrepresented their abilities at recruitment; or 
may be carrying major intellectual or emotional weaknesses which 
have never been appropriately dealt with; or may be an example of 
the ‘Peter Principle’ (promoted to the level of their incompetence). 
Motivation: may be seriously depressed; or annoyingly inconsistent 
in motivation; or perversely motivated; or may be highly motivated 
but unable to bridge major gaps in their experience and abilities. 
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(Boxall & Purcell, 2008, p174) 
 
Based on a typology of performance types, four performance types are stars, solid 
citizens, marginal performers and chronic under-achievers. The chronic 
under-achievers may have misrepresented their abilities at recruitment and selection 
process. Chronic under-achievers have major emotional and intellectual weaknesses. 
The chronic under-achievers have never been appropriately dealt with emotional and 
intellectual weaknesses (Wernerfelt, 1995; Wayne, Shore & Liden, 1997). These 
people can use Peter Principle to promote level of their incompetence. Motivations of 
chronic under-achievers may be highly motivated. They are unable to bride major 
gaps in their abilities and experience because chronic under-achievers may be 
annoyingly inconsistent in motivation and seriously depressed. The Chronic 
under-achievers may be highly moitvate4ed and perversely motivated.  
 
Marginal performers are unable to handle high-pressure situations. Marginal 
performers could be generally adequate and could not deal with weak in a couple of 
critical performance domains. Marginal performers are slightly below most 
performance standards. However, marginal performers can use greater personal efforts 
to improve know-how. Motivation may be inconsistent in motivation because 
marginal performers are associated with blowing hot and cold. They are occasionally 
depressed from general motivation (Wayne, Shore & Liden, 1997). Solid citizens 
possess valued technical or managerial know-how related to build business operations. 
Solid citizens can ensure the organizations to improve their performance and win high 
profitability. Solid citizens can reliably deliver what it has promised its customers. 
Motivation of solid citizens always can operate with the necessary motivation. Some 
periods of high pressure in the single year can be focused on because solid citizens are 
generally capable of sustaining performance. Solid citizens can sustain performance 
with abilities. Business can identify stars, solid citizens, marginal performers and 
chronic under-achievers to set up different motivation strategies.  
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Stars are advanced and highly respected technical experts. Stars are very capable 
general managers or highly creative business winners. It is over time and perceived as 
having star abilities by most people in the workplace and possibly the industry. Stars 
should operation with the necessary motivation. They should identify different periods 
of outstanding achievement in a single year in order to use different strategies to 
improve its performance (Tyagi, 1985). Stars may be vulnerable to burnout and 
workaholic. They can manage employee ability and identify the crucial role of 
recruitment and selection.   
 
4.2.2 Managing employee ability 
 
Business firms can identify employee abilities and set up effective performance 
measurement and system. Firms also can make effective distinction between 
recruitment strategies and selection practice. Selection is the process of choosing right 
people for performance growth. Job candidates should have some abilities in order to 
meet requirements of job position such as procedural knowledge and declarative 
knowledge and motivation. Recruitment strategy also is associated with employee 
ability. Windolf’s typologies of recruitment strategies are very help firms to select 
proper human resource and appropriate skilled people to contribute their abilities and 
skills (Tece, Pisano & Shuen, 1997). Recruitment and selection is the most important 
for human resource management function. Failure of recruitment and selection can 
cause reduction of performance. Business firms can set up different recruitment 
criteria to select suitable people. High levels of discretion and specialized blends of 
skills and abilities are required for the recruitment and selection.  
 
Lack of blend of cognitive abilities and personality traits should not be recruited. 
Business firms can recognize the crucial role of ability in performance highlight the 
key messages to differentiate recruitment strategies and selection practice. 
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Recruitment strategies can make the organizations an attractive place to work and 
reach better pools of candidates (Parasuraman, Zeithaml & Berry, 1988). Interview is 
suitable methods for recruitment. From interview, business organizations can conduct 
cognitive ability tests and provide fair opportunities for job candidates. Tetrick et al, 
(2007) identifies the task of profiling and choice of recruitment channels such has 
networking, advertisement and search.. Some firms develop an employment value 
proposition in order to offer potential recruits. Potential recruits include training, 
superior pay and career opportunities. Many firms use social responsibility to shape 
company’s reputation. Many firms identify stars, chronic under achiever, solid 
citizens and marginal performers in order to design different recruitment strategies 
and select approaches. Business firms can identify way of inducements and the types 
of recruitment strategies. Following figure shows typology of recruitment strategies. 
Types of performers are matched with different recruitment strategies such as stars, 
solid citizens, marginal performers and chronic under-achievers.  
 
10
Employer’s 
labour-
market 
power
Status 
quo
Muddling 
through
Innovative/
autonomous
Flexible
Management creativity and proactivity
Windolf’s typology of recruitment strategies
 
(Boxall & Purell, 2008) 
 
Based on employer’s labor market power and management creativity and proactivity, 
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recruitment strategies are status quo, muddling through, and innovative/autonomous 
and flexible recruitment strategies. Some firms have resource advantage with status 
quo. Their recruitment practices tend to be conservative. Business firms can recruit 
people from the same social strata and age groups. Some people like to discriminate 
against certain kinds of job seekers. Innovative firms recruit talent people because 
these talented people can develop a stream of new processes and products. Business 
firms can use innovative recruitment strategies to use all possible channels to produce 
a heterogeneous group of applicants (Subramaniam & Youndt, 2005). The 
autonomous firms design different recruitment strategies and analyze the condition of 
the labor market. The muddling through firms is small or medium-sized company. 
They could not provide above average conditions. These firms face serous difficulties 
when labor markets are tight because they do gain some power in slack labor markets. 
Flexible firms make more astute use of little power. Business firms can use their 
resource wisely and against much better-resourced rivals. Age discrimination is illegal 
(Wright & McMahan, 1992). Business firms can recruit different people with their 
own experience and provide candidates with base-line qualification. Their recruitment 
strategies can link to high-involvement work system to create organizational agility. It 
can recruit long-run adaptability (Shore & Tetrick, 1991). Status quo firms, innovative 
firm, muddling through firms and flexible firms can recruit long-run adaptability and 
motive employees to keep learning and cooperate with others.  
 
Labor market power varies from management with creativity and proactive. Business 
organization can use labor market power and creativity to set up different recruitment 
strategies. Status quo recruiters have resource advantages. However, status quo 
recruiters do not use their resources thoughtfully. Status quo would like to focus on 
conservativeness. Status quo firms often recruit candidates from the same social strata 
and age groups without challenging. Status quo firms can discriminate against certain 
kinds of job seekers. Innovative firms can recruit talented people because these skilled 
and talented people to develop a stream of new products and process (Pugh, 2001). 
Innovative firms can analyze labor market power and management creativity in 
 34 
recruitment activities to recruit talented people in order to create new products and 
process. Innovative firms can use possible channels to produce a heterogeneous group 
of applicants. Based on different heterogeneous group of applicants, innovative firms 
can recruit talent people to create high performance from their innovation and 
creativity activities. The autonomous firm pans different types of recruitment program 
carefully for suitable people (Yundt, Subramaniam & Snell, 2004). The autonomous 
firms aim to cream off the best candidates from the labor market in order to recruit 
suitable people to create high performance. Muddling through firm are small firms. 
Muddling through firms could not offer average conditions to their candidates. 
Muddling through recruiters can gain some powers in slack labor markets. Muddling 
through firms may face some serous difficulties because of tight labor market. 
Flexible firms have different HR expertise. Flexible firms make more astute use of 
their little power to recruit suitable people (Seibert, Silver & Randolph, 2004). Small 
firsm complete against much better-resourced rivals. Some firms would like to build 
the firm’s human capital pool in growth markets.  
 
Some firms integrate status quo recruitment strategies, innovative recruitment 
strategies, autonomous strategies, flexible recruitment strategies and muddling 
through recruitment strategies to create new business opportunities.  
 
4.2.3 Managing employee motivation 
 
Business firms can use performance-related pay (PRP) systems to motivate their 
employees to achieve organizational goals because PRP systems can improve 
employee engagement and commitment. This reward schemes are related with worker 
bonuses system. Business organization can access to the records of the company. High 
potential workers can increase their output with an incentive effect. Some firms use 
time-based pay and piece-based pay (Zacharatos, Barling & Iverson, 2005). Firms can 
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choose high-potential workers to increase their output with incentive effect. Business 
firms can focus on sorting effect to identify the rate of high ability and secure 
payment regimes. PRP system can be based on qualitative assessments of 
performance. The PRP system is dependent on the quality of the performance 
appraisal system. The PRP system can help them to identify risks and make effective 
risk assessment. Business firms can use PRP system to pursue high-commitment 
management and adopt a serious element of contingent remuneration. Business firms 
can add merit pay into the salary. Employees can avoid individual bonus system when 
employees discourage the kind of involvement the firm seeks. Bonus system may 
generate perverse incentives. Behavior is very narrow. Bonus system could not help 
business firms to establish flexible awareness of the firm’s unfolding needs. PRP 
schemes are associated with directors and senior executives who can benefit from 
explosion of performance pay schemes. The related inflation in executive pay is 
linked to PRP system (Wright & McMahan, 1992). Elite PRP schemes create more 
shareholder concern with agency problems. Business firms can concern the social 
legitimacy of extreme pay inequalities. Business firms can minimize the potential for 
managerial PRP schemes. Elite PRP system can help business firms to focus on 
selective recruitment and produce high external relativity in pay. This indicates that 
firms can pay executives well in terms of the labor market. Rigorous use of 
performance planning and appraisal can identify different problems of business 
performance and the bonus systems.  
 
4.3 Internal fit 
 
Internal fit can produce different problems because there are different HR systems for 
different employee groups. Internal fit theory is associated with different HR practices 
and different particular HR system. Business firms can analyze the internal fit in order 
to achieve a high level of quality in a production system. Some level of bundling of 
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HR practices is inevitable in any employment relationships. HR system is linked to 
different bundling of HR practices. Employment relationship can help business 
organization to improve employee loyalty and employee commitment. Internal fit can 
produce high level of coherence for HR practices and HR system (Shore & Tetrick, 
1991). Coherence is consistency in application of HR system and HR practices. 
Business firms should reinforce different recruitment strategy and other HRM system 
in order to generate high performance and high competitive advantage. Coherence of 
HR system can be linked with desirable consistency. Three desirable consistencies can 
produce high performance. Single employee consistency is same as coherence. 
Temporal consistency is consistency of treatment of an individual employee across a 
reasonable period of time. Consistency across employees among employee 
consistency standardizes employment conditions for people doing the same kind of 
work.  
 
Management 
intentions
Senior 
management’s 
articulated values 
and espoused 
employee relations 
style
HR policies aiming 
to build ability, 
motivation and 
opportunity to 
perform on the 
individual level 
and collective 
workforce 
capabilities, work 
organisation and 
work attitudes
Operational, and 
financial policies
Management 
actions
Direct actions 
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managers 
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budget 
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attributions
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 37 
Business organization can use internal fit to match a typology of HR systems. 
Business organization can analyze the block box problem in order to set up HR 
system to make effective HR management. A model of the black box problem 
integrates management intention, management actions, workforce perceptions and 
attributions, workforce response and outcomes and organizational outcomes. 
Organizations can use HR systems to link their organization performance in order to 
make effective HR practices for particular workforce groups. HR system can benefit 
from internal fit and coherence in their design (Boxall & Purcell, 2008). Consistency 
in their application can contain paradoxical elements and implicate effective HR 
system practice. Paradoxical element can integrate different clusters of HR system to 
observe across firms. Internal fit summarizes the major HR models and reflect the 
Anglo-American world. HR system also integrates with organizational patterns with 
internal fit.  
 
The HR strategy of an organization can incorporate a range of HR systems and mix 
the black box problems. The black box problem link HRM and performance. HR 
systems and patterns are depending on line managers. These systems and patterns 
impact on employee behavior and attitude. Most misbehaviors of employee have been 
terminated from application of relevant HR model, pattern and systems. Causal chain 
experiences intended HR practices, actual HR practices, perceived HR practices, 
employee reactions and organizational performance. Intended practices of human 
resource management are senior management’s official goals and policies in HRM 
(Boxall & Purcell, 2008). They should use HRM to make effective employee 
relationship management and conduct effective HR management and practices. Actual 
HR practices are what are enacted by managers in order to link to perceived HR 
practice. Perceived employees are associated with perceived HR practices. It also can 
cause the change of behavior and attitude in order to make effective employee 
reaction. Business organization can transfer their negative attitude to positive attitude 
with effective strategic management.  
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The ‘black box’ problem also is linked with internal fit because there exist some 
gap between reality and rhetoric. Senior managers in large organizations can figure 
the objective of their achievement and implementation. Business organizations can 
use pledges to avoid mismatched contract. Lower-level line managers can help them 
to achieve results and organizational goals. Business organizations can transmit policy 
to practice without slippage. Line manager can help them to filter different problems 
and make effective problem control (Barney, 2001). Line manager can keep a sinking 
ship afloat and manage their line managers effectively. Business organization can 
listen to their issues and enable them to perform as managers of people and motivate 
people to improve employee engagement and employee commitment. Business 
organization can shape top management values and set up formal policies in order to 
influence employee and build trust with their employees. Top managers can use 
formal policy and HR system to regulate employee’s behavior and create loosing 
psychological climate in the workplace (Spreitzer, 1995; Subramaniam & Youndt, 
2005). The employment relationship can affect their well-being and form common 
perception of management. Business organization can create harmonizing 
environment in order to improve employee loyalty and create high performance in 
different organizations. Line managers decide the success of human resource 
management because line managers are foundation of business organization in human 
resource management. Line managers can make effective feedback for effective 
human resource management. Employees can get the important message from liner 
managers. Senior managers can guide their behavior and human resource 
management practice.  
 
A typology of recruiting strategies  
 
Business organization can select different recruitment strategies to recruit suitable 
people and skilled people to contribute growth of performance. Talented people also 
are core competencies which can help business organization to create competitive 
advantage. Based on labor market power and management creativity and proactivity 
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in recruitment activities, business organization can select status quo, innovative and 
autonomous, muddling through and flexible recruitment strategies to allocate their 
resource (Tetrick, Shore et al, 2007; Teece, Pisano & Shuen, 1997). Business 
organization can use different recruit human resource to create high productivity and 
high performance.  
 
Status quo  
 
Labor power and management creativity decide choice of suitable recruitment 
strategies in human resource management. Status quo recruiters have resource 
advantages. Status quo recruiters could not make full use of resources. They would 
like to conservative strategies to recruit their appropriate people from the same level 
of social strata and age group. Status quo tends to use internal recruit suitable people. 
They would not like to use external recruitment method to recruit suitable skilled 
people (Wright & Boswell, 2002). Conservative recruitment method limited their 
application of current resources. They could not discriminate against certain kinds of 
job seekers. Business firms can resolve different challenges with their skills and 
suitable methods.  
 
Innovative and autonomous  
 
Business organization can use innovative and autonomous recruitment strategies to 
recruit talented people. Business organization should use recruit talented people to 
develop a stream of new products and processes. Talented people can use their skills 
and knowledge to create new products and services. Business organization can use 
innovative recruitment strategies to balance their power and create performance 
growth (Boxall & Purcell, 2008). These human resources have declarative knowledge 
and procedural knowledge. Talented people can use their skills to create sustainable 
competitive advantages such as cognitive skill, psychomotor skill, physical skill, 
self-management skill and interpersonal skill. Talented people can integrate 
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declarative knowledge and procedural knowledge to contribute performance growth. 
Talented human resources can integrate facts, principles, goals and self-knowledge. 
Business organization should focus on staff process and make effective job analysis. 
Different job position should match their skills and capabilities. Recruitment and 
selection must depend on relevant criteria. Business organization can design training 
program to make employee development management (Boxall & Purcell, 2008). From 
performance planning and appraisal, they can measure different strategies to generate 
high performance. Remuneration and other rewards also can help business 
organization to recruit suitable people and select high talented people.  
 
Muddling through  
 
Muddling through recruiter can gain some power in slack labor markets and face 
serious difficulties. Labor market is very tight. They depend on HR expertise to 
recruit suitable people. However the basis of the HR expertise can bring to their 
problems (Youndt, Subramaniam & Snell, 2004). Business organization focuses on 
HR expertise under muddling through recruiters.  
 
Flexible  
 
Flexible recruiters are more thoughtful. They make more astute use of what little 
power they have in order to make effective management. Flexible recruiters are small 
or medium-sized and cannot offer above average conditions. Flexible firms should 
strengthen the complementary role of training and development. Business 
organization should design different training program to improve employee skills. It 
can use reward system and approach to build best employee relationship in order to 
improve employee engagement and commitment. Business organization can build 
employee sponsorship and employee citizenship program in order to strengthen 
employee relationship management (Delery & Doty, 2006). From effective employee 
relationship management, business organization can improve employee loyalty.  
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The AMO framework can offer sufficient insight on the achievement of high 
performance in different organizations. Abilities, motivation and opportunities can be 
integrated because people’s ability can create more career opportunities. Business 
organization also can use different efforts to create more business opportunities. 
Business organization can use different recruitment strategies to recruit talented and 
capable people. Talented people can transfer their abilities to business opportunities 
and growth of performance. Business organization can select suitable recruitment 
strategies to choose proper people to contribute performance growth and capture of 
business opportunity such as status Quo recruitment strategies, muddling through 
recruitment strategies, innovative recruitment strategies, autonomous recruitment 
strategies, flexible recruitment strategies and other recruitment strategies. Business 
firms also can identify different abilities based on different people’s skills (Becker & 
Gerhart, 2006). From identification of different skills and abilities, business 
organization can allocate tasks such as stars, solid citizens, marginal performers and 
chronic under-achievers. Based on different abilities of people, business organization 
can allocate different human resources efficiently and effectively.  
 
Business firms can build an integrated HR system. Recruitment and selection is the 
most important function in HRM. Business organization needs to select suitable 
strategies to choose appropriate people in order to improve their performance and win 
high customer satisfaction. Based on an integrated HR system, organizational vision, 
mission, objectives and strategy can guide HRM practice. HR strategy and policies 
should be made in order to guide HRM practice and create unlimited intangible asset 
and add value of company. Business organizations should set up HR planning to 
reduce risks and make effective job analysis (Chen, Bliese & Mathieu, 2005). 
Business firms can choose suitable recruitment strategies to choose suitable people. 
Business firms can set up different criteria to select talented people and skilled 
candidates for business expansion.  
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(Barney,  2001) 
 
Business firms also should focus on performance management with performance 
planning, performance measurement and appraisal and performance feedback. 
Training and development, remuneration and other rewards system, discipline and 
termination can be integrated to conduct effective HRM.  
 
Recruitment and selection decide the success of human resource management because 
business organization can select talented people and skilled people to contribute 
performance growth. Recruitment is used synonymously with the term selection. They 
are different processes with different outcomes in order to link to source of 
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competitive advantage. Talented people can use their knowledge and skills to improve 
their competitive advantage and win high performance. Recruitment and selection are 
outsourced in labor market. Business organizations can use recruitment and selection 
program to reduce recruitment costs (Barney, 2001; Barney et al, 2001). Wasted time 
in processing poor applications can cause more wasted time. Increased HR transaction 
costs also can cause poorer quality candidates for selection in order to remove poor 
hirers. Poor recruitment strategies are very difficult to remove poor hires. Higher 
training costs are associated with potential cost and opportunity costs arising from not 
having attracted the best possible employees to work for different people.  
 
Role of HR is training, monitoring, support and the provision of practical useful 
guidelines on HRM strategic management. The purpose of recruitment is to use 
required KSAs model to attract applicants. KSAs is knowledge, skill and abilities. 
KSA must be integrated with competencies in order to ensure effective position 
allocation in different organizations. Qualified candidates must possess skills, abilities 
and abundant knowledge (Becker & Gerhart, 2006). The quality of applicants must 
have high selection standards in order to attract more skilled candidates to contribute 
business performance. Business firms can integrate traditional approach to recruit 
individuals that best fit a job. KSAs and criteria must be fit with position of job in a 
job specification. Current-job-fit can fit with team culture and organizational value. 
Business organization can recruit for flexibility and adaptability in order to make 
effective human attributes.  
 
Recruitment is a two-way process because employers can explore prospective 
employees in order to contribute their improvement of competitive advantage and 
performance growth. HR department can focus on employer’s needs and use external 
recruitment methods and internal recruitment methods to choose suitable people. 
Successful recruitment require a potential candidates need to be motivated to apply 
for the job and know they could have the qualities the business wants. Successful 
recruitment requires potential employees because they should understand that their 
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business is looking for talented people.  
 
Business organization must set up strict recruitment criteria. Several recruitment 
methods and channels should be applied for talented people (Barney, 2001). These 
recruitment approaches are e-recruitment, agency temps, leased execs, downsizing 
organizations, unsolicited walk-ins, employee referrals, head hunters, search 
specialists, recruitment agencies, TV advertising, newspaper, school, campus 
recruiting and job posting and internal recruitment. When business organization select 
channel, they can use the recruitment message to select suitable people. The relative 
scarcity of suitable labor can contribute their relative costs. Each channel can reach 
different segments of the labor market. Potential applicants need to understand KSAs 
and competencies and recruitment message (Crook et al, 2008). Business organization 
need to concentrate relevant problems in order to ensure success of recruitment and 
selection such as vagueness, too many clichés, poor job analysis, core values and 
structure.  
 
4.4 Summary 
 
Recruitment and selection is the most important function in HRM. Business 
organization needs to select suitable strategies to choose appropriate people in order 
to improve their performance and win high customer satisfaction. Based on an 
integrated HR system, organizational vision, mission, objectives and strategy can 
guide HRM practice. HR strategy and policies should be made in order to guide HRM 
practice and create unlimited intangible asset and add value of company. Recruitment 
and selection decide the success of human resource management because business 
organization can select talented people and skilled people to contribute performance 
growth. Recruitment is used synonymously with the term selection. They are different 
processes with different outcomes in order to link to source of competitive advantage. 
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Talented people can use their knowledge and skills to improve their competitive 
advantage and win high performance. Recruitment and selection are outsourced in 
labor market. Business organizations can use recruitment and selection program to 
reduce recruitment costs. Role of HR is training, monitoring, support and the 
provision of practical useful guidelines on HRM strategic management. The purpose 
of recruitment is to use required KSAs model to attract applicants. KSAs is 
knowledge, skill and abilities. KSA must be integrated with competencies in order to 
ensure effective position allocation in different organizations. Qualified candidates 
must possess skills, abilities and abundant knowledge.  
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Chapter 5 Theoretical perspective 
 
This chapter outlines main theory on HRM. RBV is important theoretical framework. 
The resource-based view (RBV) is theoretical framework which guides small or 
medium enterprise’s behavior and human resource management. Small or medium 
private enterprise uses the bundle of valuable resources to allocate their resources and 
disposal. This section analyzes how RBV can be linked to performance types. 
Business organizations can use their resources to identify performance types. 
Different performance types reflect different abilities. Performance types are stars, 
solid citizens, marginal performers and chronic under-achievers. This section also 
discusses employee development and succession management activities which are 
associated with different strategies and capabilities. Employees can use their different 
abilities and capabilities to create high performance. Their performance also matches 
different abilities and capabilities. In business organization, stars are high respected 
experts and very capable general managers. These people also are creative winners. 
These people have star abilities to create unlimited value and high performance.  
 
5.1 RBV 
 
The resource-based view (RBV) is theoretical framework which guides small or 
medium enterprise’s behavior and human resource management. Small or medium 
private enterprise uses the bundle of valuable resources to allocate their resources and 
disposal. Small or medium size enterprises can transform a short-run competitive 
advantage into a sustained competitive advantage because the resource-based view is 
related to core competencies of small or medium size enterprises (Conner & Prahalad, 
1996; Crook et al, 2008). Business organization can translate their valuable resources 
to the non-imitable and non-substitutable.  
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Key resources also are associated with core competencies of small or medium 
enterprise. Business organizations should identify the firm’s potential key resources. 
Business organization need to evaluate their resources and core competencies which 
other company could not imitate based on relevant criteria. Their resources must be 
valuable (Chen, Thomas & Wallace, 2005). This is important criteria for resource 
measurement.  
 
Value  
 
Small or medium enterprises can use their resource and core competencies to set up a 
value-creating strategy in order to create their competitive advantage. Business 
organization should create high resource value with personal declarative knowledge 
and procedural knowledge and skills. Small or medium enterprises can use their 
resources to reduce transaction costs which are associated with value-creating strategy. 
Business firms can set up value-creating strategies based on their resources (Chen, 
Thomas & Wallace, 2005). These resources can help them to reduce transaction costs 
such as brand, special services, patent, human resource management, employee’ 
talents, declarative knowledge and procedural knowledge and skill. Value-creating 
strategy is linked with procedural knowledge and declarative knowledge.  
 
Rare  
 
Rare is one of important criteria and standard of resource and core competencies. 
These resources of small or medium enterprise must be rare. These resources must be 
rare. Rare resources are associated with future above-average returns. It also reflects 
core competencies. Rare resources can help small or medium enterprise to create 
unlimited value. Rare resources can measure resources which are core competencies 
in business firms. Business firms must identify their resources and use rare standards 
to measure their resources in order to create competitive advantage and high 
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performance (Colquitt et al, 2001). Rare resources also are linked with declarative 
knowledge and procedural knowledge. Employee talents and special skills are 
important resource of small or medium enterprise.  
 
Imitation  
 
The resources of business firms are difficult to imitate. A valuable resource is 
controlled by a few firms. These valuable resources can help them to win high 
competitive advantage. In-imitable resources can help business firms to improve their 
competitive advantage. In-imitable resources are core competencies which can help 
them to win competitive advantage. In-imitable resources can transform to sustainable 
competitive advantage (Datta, Guthrie & Wright, 2005). These resources can not be 
duplicated. These valuable resources can create core competencies. The isolating 
mechanism could not be imitated to a resource. Business firms can compete with the 
valuable resources. Inimitability is causal ambiguity. It can cause competitive 
advantage. They can confirm knowledge-based resource and strengthen their core 
competencies (Boxalll & Purcell, 2008). These types of resources are idiosyncratic to 
the fir. Knowledge-based resources are the essence of the resource-based perspective.  
 
Non-substitution  
 
Non-substitution is one of important measurement and criteria for valuable resource. 
These resources are valuable, rare, inimitable and non-substitutable. Rare resources 
are lack of substitutability. Potentially value-creating and imperfectly imitable 
resources also can be substituted. Competitors could not substitute resources because 
of value-creating strategy, raw, and inimitable characteristic. Knowledge-based 
resources are very difficult to be imitated and substituted. From non-substitution, it is 
not acceptable. It can create high performance. Non-substitution resource is core 
competencies. Lack of substitutability can cause different problems. Business firms 
should set up different strategies to protect their rare resources in order to improve 
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organizational performance and improve their competitive advantage. 
Non-substitution and inimitable resource can help small or medium enterprise to 
create sustained competitive advantage (Boxall & Purcell, 2008). The framework of 
the resource-based view displays each of the four characteristics in order to win 
sustainable competitive advantage. Business firms should analyze their resources 
based on value, rare, inimitability and non-substitution in order to create sustainable 
competitive advantage.  
 
Core competencies are associated with capabilities and resources. Resources are 
tradable and non-specific to the firm. Business firms can transfer knowledge within 
the firm in order to allocate different resources. Based on the resource-based view, 
business firms should set up effective human resource management strategies to 
recruit talent people and skilled people. These skilled and talented people are main 
resources which could not be imitated and substituted. Suitable reward system and 
relevant retention strategies can help them to win high performance and sustainable 
competitive advantage (Barney, 2001). Resources are linked with capabilities. 
Capabilities are a special type of resource. Capabilities are non-transferable 
firm-specific resources. Business organizations can use their non-transferable 
firm-specific resource to improve the productivity and sustainable competitive 
advantage. Business organization can use their resources and capabilities to deploy 
resources.  
 
Value-creating strategy depends on capabilities, skills and special resource of 
organization. A competitive advantage can use their capabilities and resources to 
improve their sustainable competitive advantage. Business firms can use 
resource-based view to offer above-average returns in the long run. A resource-based 
view of the firm can link to strategic management. Business firms should focus on its 
implications and importance of resources in order to improve their performance. 
Business organization should allocate their resources in order to integrate 
organizational economics and industrial organization economics. Strategic factor 
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markets are decided by rare resource of organizations. Uncertain limitability and 
isolating mechanisms and inimitability can be integrated and linked. They play 
important role and play important solid foundation. Business firms can use the 
resource based view to deliver sustainable competitive advantage. The resources are 
unique resources (Boxall & Purcell, 2008). The resources are valuable, rare, 
non-tradable, and inimitable. These resources are non-substitutable. Business 
organization can use unique resources to reach a sustainable competitive advantage. 
These resources could not be copied, transferred and bought easily. Unique 
value-creating resources can produce strong sustainable competitive advantage. 
Business organization can use unique value-creating resources to avoid imitation of 
their resources.  
 
Business firms can use strategies and different capabilities to increase barriers to 
imitation of resources in order to win their sustainable competitive advantage. Isolated 
factors could not cause productivity. However, coordination of resources can create 
barriers for isolating mechanisms. Corporate culture can help business firms to build 
best employee relationship. Managerial capabilities can help them to create protect 
their rare resources. Information asymmetries and property rights can ensure 
sustainable competitive advantage and direct managerial practices and different 
human resource management activities (Crook et al, 2008). Business organization 
should analyze causal ambiguity in order to ensure sustainable competitive advantage 
because causal ambiguity can measure the degree of relationship between 
organizational outputs and inputs. Competitors could not use inter-firm causal 
ambiguity to reach high level sustainability and competition. Main barriers of 
competitors are specificity, complexity and accumulated skill-based resource. 
Specificity is dedication of certain resources to specific activities. Complexity is large 
number of inter-related resources which are used. Business organizations can use 
constant organizational learning to acquire accumulated skill-based resources 
(Gwinner et al, 2005). Superior performance can be linked to rare resources. At a 
sustainable level, business firms can generate competitive advantage.  
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New entrants can use a technological know-how to perform superior level competitive 
advantage. Business firms can develop capabilities to enhance strength to out-perform 
late entrants. Business firms can use switching costs to dominate the market and 
capture market share. Best employee relationship can help business firms to improve 
customer awareness and loyalty. Evolutionary technological transitions can be linked 
with technological innovations. Business organization can eliminate the advantage of 
entrants. Business organizations can comply with the technological innovativeness. 
They will increase pressure of competition (Chen, Thomas & Wallace, 2005). 
Business organizations can use innovative technological implications to change the 
landscape of the industry and market. Business firms can reflect a unique feature to 
improve sustainable competitive advantage. Business organizations should use RBV 
to offer certain unique existing resources in order to build their competitive advantage. 
Business organization can use RBV to analyze the existing resources and facilitate the 
future market requirements. Volatility of the contemporary markets can modify future 
market competition and exploit existing business opportunities. Business organization 
can generate a new set of resources to sustain its competitiveness and strengthen the 
firm’s ability to the superior performance. Existing value-creating resources obsolete 
must be analyzed for application of rare resources. Self-verification and tautological 
can be configured (Barney, Wright & Ketchen, 2001). Business organization can use 
different resource configuration to generate the same value and strengthen role of rare 
resource. Causal ambiguity is related with a prominent source of sustainable 
competitive advantage. Causal ambiguity can measure awkward possibility.  
 
Business firms should analyze external change in order to make full use of rare 
resources to improve initial sustainable competitive advantage. Their rare and 
inimitable resources can be made premise of efficient markets. Business organization 
can use value-creating strategy to improve their sustained competitive advantage. 
Business firms can use value resources to strengthen future above-average return. A 
value-increasing strategy can diminish rents to zero because of rarity. The RBV also 
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should be linked to network and dyads of firm. 
 
5.2 RBV and performance types 
 
5.2.1 Stars 
 
RBV can be linked to performance types. Business organizations can use their 
resources to identify performance types. Different performance types reflect different 
abilities. Performance types are stars, solid citizens, marginal performers and chronic 
under-achievers. Knowledge-based resource is foundation of RBV and different 
resources (Boxall & Purcell, 2008). Employee development and succession 
management activities are associated with different strategies and capabilities. 
Employees can use their different abilities and capabilities to create high performance. 
Their performance also matches different abilities and capabilities. In business 
organization, stars are high respected experts and very capable general managers. 
These people also are creative winners. These people have star abilities to create 
unlimited value and high performance. Star employees are important resources. 
Business organization can identify several periods of outstanding achievement in a 
single year.  
 
5.2.2 Solid citizens 
 
Solid citizens possess valued technical or managerial know-how related to established 
business operations. Technical or managerial know-how is important resource. These 
resources are rare, valuable, inimitable and non-substitution. Business organization 
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can use their resources to create competitive advantage. Business firms can use 
technical or managerial know-how related to established business operation to ensure 
the organization to deliver high quality service and product in order to improve their 
performance (Boxall & Purcell, 2008). Business firms can operate with the necessary 
motivation and sustain performance with some periods of high pressure.  
 
5.2.3 Marginal performers 
 
Marginal performers could be generally adequate. They are not able to handle 
high-pressure situations. They are weak in a couple of critical performance domains. 
Marginal performers also are below most performance standards. However, marginal 
performers are capable of improvement through greater personal efforts to improve 
know-how. They are slightly below most performance standards. However, they are 
capable of improvement through greater personal efforts to improve know-how. 
Marginal performers can use different learning strategies to improve their capabilities 
and skills in order to contribute performance. Marginal performers may be 
inconsistent in motivation with blowing hot and cold. Marginal performers can keep 
learning to improve their skills (Boxall & Purcel, 2008). Marginal performers can 
increase declarative knowledge, procedural knowledge and skills. From their efforts 
and learning, marginal performers can set up their own principles to formulate their 
strategy and learning style. They can use connected learning approach to increase 
declarative knowledge such as facts, principles, goals and self-knowledge. From 
constant learning and connected learning, marginal performers can increase 
procedural knowledge and skills such as cognitive skill, psychomotor skill, physical 
skill, self-management skill and interpersonal skills. Growth of procedural knowledge 
can help marginal performers to improve their performance and performance 
standards. Motivation level must be analyzed. Business organization can analyze level 
of effort, persistence of effort and choice to perform to allocate their resources. 
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Cognitive skills can help marginal performers to make rational decision making. 
Psychomotor skills can help them overcome different challenge and pressure to 
improve their confidence and abilities. Physical skill can ensure their implementation 
of effective strategies and resource allocation. Self-management skills can help them 
to improve their capability and improve their interpersonal skills (Boxall & Purcel, 
2008). Business organizations can integrate cognitive skill, psychomotor skill, 
physical skill, self-management skill and interpersonal skill. Integration of declarative 
knowledge and procedural knowledge can be learned and linked to RBV.  
 
5.2.4 Chronic under-achievers 
 
Chronic under-achievers may have misrepresented their abilities at recruitment. They 
may be carrying major intellectual or emotional weaknesses. They have never been 
appropriately dealt with. They may seriously depressed and annoy inconsistent in 
motivation. Chronic under-achievers could not build bridge between major gaps in 
their experience and abilities (Boxall & Purcel, 2008). The gaps between experience 
and abilities could not be shortened. Chronic under-achievers could not bride major 
gaps in their abilities and experience.  
 
5.3 Summary 
 
Small or medium size enterprises can transform a short-run competitive advantage 
into a sustained competitive advantage because the resource-based view is related to 
core competencies of small or medium size enterprises. Key resources also are 
associated with core competencies of small or medium enterprise. Business 
organizations should identify the firm’s potential key resources. Business organization 
need to evaluate the resources and core competencies which other company could not 
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imitate based on relevant criteria. Their resources must be valuable. Small or medium 
enterprises can use their resource and core competencies to set up a value-creating 
strategy in order to create their competitive advantage. Rare is one of important 
criteria and standard of resource and core competencies. These resources of small or 
medium enterprise must be rare. The resources of business firms are difficult to 
imitate. A valuable resource is controlled by a few firms. These valuable resources can 
help them to win high competitive advantage. Non-substitution is one of important 
measurement and criteria for valuable resource. These resources are valuable, rare, 
inimitable and non-substitutable. Core competencies are associated with capabilities 
and resources. Resources are tradable and non-specific to the firm. Business firms can 
transfer knowledge within the firm in order to allocate different resources. Based on 
the resource-based view, business firms should set up effective human resource 
management strategies to recruit talent people and skilled people. 
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Chapter 6 Case study Taihe 
 
This chapter use Taihe Furniture Company to discuss important of competencies, HR 
strategies and how Taihe Furniture Company to use their competencies to strengthen 
HRM practice and management. Dalian Taihe Furniture Company is typical medium 
enterprise which implements effective human resource management strategies. Dalian 
Taihe Furniture Company focuses on human resource management, staff quality and 
analysis of macro and micro environment analysis in order to win high competitive 
advantage and high performance in global market. Dalian Taihe Furniture Company is 
medium size enterprise which is based family business style.  
 
6.1 The trend of global HRM 
 
With the economic development, business organization design different human 
resource management strategy to select appropriate people to contribute performance 
growth. Global economic integration also makes many skilled people move from one 
country to another country. Global economic integration can linked to current Chinese 
small and medium private enterprise which contributes more performance in global 
market. The current Chinese small and medium private enterprises have become the 
most important part of Chinese national economy. Although these private enterprises 
developed very fast, generally, they still lack the core competitiveness in this fierce 
global market competition. Human resource management is one of the basic elements 
of the core competitiveness because skilled people are human capital which can 
contribute different performance growth and acquirement of competitive advantage. 
Small and medium enterprises can build the core competitiveness because these 
private enterprises have to strengthen their human resources management. 
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6.2 Background 
 
The background and characteristics of the private enterprises are associated with 
competitive advantage. Sustainable development is associated with existing strengths 
and problems of the HRM in these general Chinese small and medium private 
enterprises. Management system, staff quality and corporate macro and micro 
environment decide the success of human resource management strategic 
implementation in global market. Dalian Taihe Furniture Company is typical medium 
enterprise which implements effective human resource management strategies. Dalian 
Taihe Furniture Company focuses on human resource management, staff quality and 
analysis of macro and micro environment analysis in order to win high competitive 
advantage and high performance in global market. Dalian Taihe Furniture Company is 
medium size enterprise which is based family business style.  
 
6.3 Core competencies of Taihe Furniture Company 
 
Facing fierce competitive advantage, many small and medium enterprises are facing 
challenges. Lack of the core competitiveness cause different problems caused 
different barriers. Human resource management is one of the basic elements of the 
core competitiveness. Dalian Taihe Furniture Company strengthened their core 
competitive advantage. It set up different human resource management strategies to 
motivate their employees to achieve organizational goals. It strengthens their core 
competencies to achieve sustainable development. Dalian Taihe Furniture Company 
strengthens their core competitiveness by focus on their strategic human resource 
management to build strong relationships with their employee.  
 
Dalian Taihe Furniture Company builds strong employee relationship to improve 
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employee engagement, commitment and employee loyalty. There also exist some 
problems on human resource management in Dalian Taihe Furniture Company. Lack 
effective stakeholder involvement is one of important problem of human resource 
management in Dalian Taihe Furniture Company. The causes of lack of stakeholder 
involvement are poor communication and no sense of ownership in the outcomes. 
Dalian Taihe Furniture Company identifies their reporting requirements and analyzes 
different communication barriers. It also meets regularly with stakeholders in order to 
overcome different barriers and problems. Human resources unavailable also is main 
problem of human resource management in Dalian Taihe Furniture Company. Poor 
scheduling, inadequate skill sets and conflicting projects cause human resources 
unavailable. Taihe Furniture Company experiment with schedule implications and 
identify alternative resources. Wrong mix causes dysfunctional team. Dysfunctional 
team is the consequence of poorly managed high workloads, poor conditions, role 
ambiguity and no motivation and rewards. Taihe Furniture Company can give team 
greater input into their actions, free up communication and change the team, their 
roles and the manger. Dalian Taihe Furniture Company is no sense of achievement 
within the team. Taihe Furniture Company is late involvement in the company. It is 
poorly led by the relevant manager and inadequate rewards systems. Lack of 
achievement milestones can cause no sense of achievement within the team. Taihe 
personalize rewards and set regular milestones to acknowledge achievement. Poor 
morale, inappropriate organizational structure and lack of respect for manager and 
other team members can lead to student change to team members. Taihe Furniture 
Company can work with the team and manage any organizational conflicts.  
 
6.4 Problems 
 
Some managers are lack of power and authority which influence their performance. 
Taihe Furniture Company has wrong manager nominated and no delegated power and 
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authority from senor managers. Lack of assertive communication skills also 
influences their performance. Taihe Furniture Company set up appropriate selection 
criteria for manager. Taihe Furniture Company can communicate senior management 
in order to create harmonizing environment and enhance employee engagement and 
loyalty. Lack of commitment to company also is one of important problem because 
lack of management training and unclear expectations to inappropriate organizational 
structure can cause different problems. It should redesign appropriate organizational 
structure. Taihe Furniture Company is clearly defined, circulated scope and 
documented. It focuses on early involvement of stakeholders. Lack of support from 
senior management also is main problem of human resource management because of 
little appreciation of human resource management, pressured by others to produce 
results fast and tea projects like operational activities. Taihe Furniture Company can 
communicate the required support and adopt a project management approach. 
Excessive workloads cause different low team morale. Poor team dynamic cause 
different problems. Taihe Furniture Company also appropriate organizational structure 
and adopt a management approach. It also focuses on workshop the issues, investigate 
workloads and review group dynamic in order to reach group consensus.  
 
6.5 Resolution and strategies for HRM 
 
Taihe Furniture Company establishes its department of human resource management 
which is responsible for recruitment, selection, staffing, training, and rewarding and 
performance measurement. It set up strict standards to recruit proper people. It also 
builds work team to focus on the importance of good relationships. Its employees 
have high employee loyalty because it build employee citizenship program. From 
effective employee citizenship program, their employees are empowered to contribute 
their skills, ideas and abilities for business expansion. It set up different positions to 
their employees based on their skills and competencies such as management, sales, 
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support and administration roles, IT, finance and marketing.  
 
6.6 Recruitment and selection practices 
 
Taihe Furniture Company set up recruitment and selection program to choose 
appropriate people to contribute business expansion and performance growth. It sets 
up recruitment criteria and select suitable methods to select suitable human resource. 
According to different job needs, it designs different positions to their candidates. 
Taihe Furniture Company integrates knowledge, skills, work experience and required 
attributes to recruit new employees.  
 
6.7 Recruitment methods 
 
The main recruitment methods and sources are internet, media advertising, search 
consultants, recruitment agencies, educational institutions, employee referrals and 
in-house advertising. From different methods, it recruits more proper people to 
contribute their performance growth. Taihe Furniture Company also builds best 
relationship with Danlian University of Technology, Dianlian Ocean University, 
Dianlian University, Dailian Forest University and other institutions. From best 
relationship of university, it builds industry university collaboration and ensures their 
job opportunities of post graduate students. It also applied different internet website 
and recruitment agencies to choose proper people.  
 
6.8 Selection methods 
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Taihe Furniture Company also chooses different selection method to chose suitable 
people because selection methods ensure selection of suitable people. Selection 
methods are structured interviews, work sample tests, reference checks and job 
experience, integrity tests, job knowledge tests and unstructured interviews. From 
these selection methods, they can select suitable people to ensure performance 
growth.  
 
Taihe Furniture Company makes effective recruitment and selection criteria with 
effective recruitment and selection practices. It also analyzes the value chain and 
relationship between value chain and mistakes. It also set up different ethic code in 
order to evaluate termination costs, poor communication costs and appropriate 
opportunity cost of staff. Taihe Furniture Company builds talent recruitment standards 
for job analysis because. The standards are associated with ability and job description. 
Taihe Furniture Company analyzes specific job requirements and characteristics. It 
integrates overall structure and engagement in order to match personality. Individual 
employees make effective cooperation to improve overall job performance. Taihe 
Furniture Company uses team spirit to analyze different human resource. Their team 
spirit should be promoted in most occasions in order to match certain types of staff 
positions. It set up specific requirements. Specific position must have specific 
requirements.  
 
Prudent financial officers should be careful, calm and outgoing. Sales personnel 
should have high communication skills. Sales personnel are talkative, enthusiastic and 
outgoing. Taihe Furniture Company set up recruitment criteria to select suitable 
people. Job descriptions should not control candidate’s abilities, personality and skills. 
Taihe Furniture Company integrates skills, abilities and personality to achieve special 
requirements. It introduce different recruitment program and emphasize on 
performance skills, values of the inspection, personal integrity and the human ethics. 
Some people have poor staffs and poor moral character with stronger ability. These 
people are very harmful to enterprise. Taihe Furniture Company evaluates abilities 
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and moral character in order to integrate corporate culture and corporate values. Taihe 
Furniture Company also uses different methods to reduce psychological pressure and 
balance life and work for improvement of employee engagement and employee 
commitment.  
 
Taihe Furniture Company attracts different job seekers. It shape company’s own 
image with good public image of business. Taihe Furniture Company use external and 
internal advertising to access to job seekers from the centers of information. Taihe 
Furniture Company also uses different newspaper to offer job vacancy in order to 
attract more job seekers. It advertises Danlia Evening, Dalian Liberation, Dalian 
Trade, Dalian Consumer, Dalian Lifestyle and Dalian Property Newspaper in order to 
provide their job vacancy to their job seekers. Good corporate candidates must try to 
leave a good impression to job seekers in order to choose suitable people. Taihe 
Furniture Company use job interview to select appropriate people. It use pressure test 
to examine skills and response of candidates.  
 
Taihe Furniture Company inspects job seekers in order to ensure suitable people. It 
reviews the CV of candidates and understands applicant’s work experience, 
qualification, and skills in order to select the initial eligible job seekers. Taihe 
Furniture Company selects psychological tests to measure the intellectual level of job 
seekers, interests, character and the basic ability of job seekers. Different candidates 
also can match different skills for different job requirements.  
 
6.9 Summary 
 
The main recruitment methods and sources are internet, media advertising, search 
consultants, recruitment agencies, educational institutions, employee referrals and 
in-house advertising. From different methods, it recruits more proper people to 
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contribute their performance growth. Taihe Furniture Company also builds best 
relationship with Danlian University of Technology, Dianlian Ocean University, 
Dianlian University, Dailian Forest University and other institutions. Taihe Furniture 
Company also chooses different selection method to choose suitable people because 
selection methods ensure selection of suitable people. Selection methods are 
structured interviews, work sample tests, reference checks and job experience, 
integrity tests, job knowledge tests and unstructured interviews. From these selection 
methods, they can select suitable people to ensure performance growth. Prudent 
financial officers should be careful, calm and outgoing. Sales personnel should have 
high communication skills. Sales personnel are talkative, enthusiastic and outgoing. 
Taihe Furniture Company set up recruitment criteria to select suitable people. Job 
descriptions should not control candidate’s abilities, personality and skills.  
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Chapter 7 Analysis and Discussion 
 
HRM is related to industrial dynamics. HRM aims to seek financial economies and 
synergistic economies. In the small or medium enterprises, effective HRM strategies 
can help them to improve performance and reduce risks. Business firms can use 
different HR strategies to improve their sustainability competitive advantage. 
Strategic HRM can help business organization to enhance employee engagement and 
employee commitment. Taihe Furniture Company use valuable and hard-to-imitate 
organizational agility to create sustainable competitive advantage. Many factors have 
impacted on organizational success and their human resource management strategies. 
Superior ability decides organizational success. 
 
7.1 Competencies and recruitment criteria 
 
Taihe Furniture Company has superior ability to read current and potential markets 
(Yung, 2012). From analysis of current and potential markets, they can recruit suitable 
people to sell their products and design different furniture to meet different customer 
needs (Yung, 2012). Taihe Furniture Company set up strict recruitment standards to 
recruit skilled candidates in order to increase their performance. Their skilled people 
understand how to combine their advanced equipment and their skills to contribute 
competitive advantage. Their skilled people also can use advanced equipment to 
assure the service quality and product quality. Their high quality product and service 
shape their brand which create unlimited intangible asset. Taihe Furniture Company is 
located in Dalian economic development zone which has more suppliers because their 
suppliers encompass Dalian Taihe Furniture Company. It can reduce cost and build 
own supply chain. Taihe Furniture Company build own supply chain network system 
in order to ensure their product quality and service quality. Taihe Furniture Company 
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set up different strategies to select logistic managers to be responsible for selection of 
raw material. Taihe Furniture Company is closed to Dalian labor market. It also is 
close to Dalian harbor. Oversea transport can help it to reduce the cost and win high 
competitive advantage (Yung, 2012).   
 
7.2 Change-welcoming culture 
 
Taihe Furniture Company focuses on managerial philosophy of seeking financial 
economies and synergistic economies in small and medium enterprises. Business 
firms use their ability to mobilize rapid response through a change-welcoming culture. 
Business organization can change their structure, technology and people in order to 
suit change of environment. From effective organizational change, they can improve 
their competitive advantage. Taihe Furniture Company has high ability to mobilize 
rapid response through a change-welcoming culture. Taihe Furniture Company 
changes their functional structure to divisional structure. From effective division 
structure, it can implicate effective human resource management. Taihe Furniture 
Company can make full use of modern information technology to set up their own 
website in order to advertise their products. It can build communication networking 
system and create online shop so that they can enlarge their global market and 
improve their competitive advantage. Taihe Furniture Company has ability to embed 
organizational learning through ongoing education, debate, dialogue and 
experimentation (Yung, 2012).  
 
7.3 Ongoing education and dialogue program 
 
Taihe Furniture Company use ongoing education, debate, dialogue and 
experimentation program to strengthen employee communication and organizational 
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learning. From learning, business organization can improve their abilities to adopt 
change of environment. Taihe Furniture designs ongoing education in order to 
increase employee’s knowledge and improve employee skills. It also uses dialogue, 
debate and experimentation to share different information and win high performance 
for business expansion. Dialogue and debate can help Taihe Furniture to strengthen 
employee communication and strengthen employee commitment and engagement. 
Business organization can design appropriate HR strategy. A bundle of HR practices 
can help them to adopt change of environment. Flexible work design can balance life 
and work. Business organization can use flexible work design to match different 
people’s abilities. Based on different people’s skills, abilities and work experience, 
business firms can design different position and allocate different task to their 
employees. Taihe build sales department. It set up training program and hiring 
program to improve their communication skills and technical skills in order to link 
their mature system. From training program, they can offer customer satisfied services. 
Their sales people can provide professional consulting to customers in order to help 
their customers to choose the material, different color, size and type in order to assort 
with the house decoration. House decoration is important part of customers. From 
professional advice of Taihe sales people, their customers would like to purchase 
furniture and different products from Taihe Furniture Company (Yung, 2012). 
 
7.4 Selection and training 
 
Business firms can focus on selection and training pro technical competence, 
company value and continuous learning. Company value is linked to corporate culture. 
The value of business firms should be integrity, honesty, customer-oriented, 
employee-oriented, contribution and diversity management. Continuous learning 
assists business firms to improve their competencies and make full use of their 
competencies to improve their competitive advantage. Business firms also need to 
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design selection andtraining program to improve technical competence and make 
continuous learning and company value. Taihe Furniture Company design effective 
human resource strategy to strengthen selection and training program in order to 
strengthen competence enhancement. Extensive and intensive communication can 
help business organization to create harmonizing environment and workplace 
atmosphere (Lippmna & Rumelt, 1982). Business firms use intensive and extensive 
communication to strengthen communication management and build best customer 
relationship. Effective reward system also can stimulate employees to achieve 
organizational goals. High pay with contingent bonus should be based on project, firm 
performance and unit performance (Lippmna & Rumelt, 2009).  
 
7.5 Liberal use of on-the-spot awards 
 
Liberal use of on-the-spot awards confirms its performance. Business firms can use 
continuous feedback to gain appraisal and focus on flexible employment conditions 
relatively. Business organization can integrate financial economies and synergistic 
economies to create flexible employment conditions. Business firms can set up 
effective human resource strategy to regulate relevant employee behaviors and 
enhance competences (Qin interview, 2012). High levels of initiative are associated 
with employee loyalty and engagement. High levels of initiative aid employees to 
accept responsibility beyond the traditional job in order to build best customer 
relationship. Spontaneous collaboration also is linked to high levels of initiative. 
Spontaneous collaboration is linked to ability to innovate because spontaneous 
collaboration can create harmonizing environment. It can improve rapid and 
continuous learning ability. It can combine goal-oriented and team-oriented because 
comfortable with paradox can combine empathy with business values (Qin Interview, 
2012). Empathy with business value can reach high performance and build best 
customer relationship. Skilled people can use their talents and skills to improve 
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product quality and service quality. They can use perfective after-sale service to 
improve their service quality. Skilled people can use the after-sale service to answer 
customer’s consultation. Their skilled people can help them to solve the actual 
problem properly (Qin interview, 2012). 
 
7.6 Integration of customer relationship 
 
Business organization can integrate employee’s skills to customer relationship 
management. Taihe Furniture Company can transfer employee empathy skills to 
resolve their quality problem on furniture product. It can provide 48 hours service and 
received information from customer and repair service for their customers within 72 
hours. Taihe Furniture Company can help their customers to provide reliable promise. 
It can repair and replace machinery parts for the poor quality parts under free of 
charge. After-service department has been set up in order to resolve after sales 
problems for their customers (Boxall & Purcel, 2008). It can use information feedback 
network to intensify the information communication between the customers and Taihe 
Furniture Company. It can formulate special after service content according to 
customers’ special problem. Business organization formulates strategies of human 
resource management (Qin interview, 2012). The skills employees of Taihe Furniture 
Company can conduct the existing customers’ non-periodical investigation in order to 
aim at the corresponding question. The after-sale service department can resolve 
different problems to resolve customer actual problem. From quick resolution of 
customer problem, best customer relationship has been established. Business firms 
can combine financial economies and synergistic economies in order to contribute 
their performance growth. Taihe Furniture Company also offers special orders to their 
customers in order to ensure customer benefits. The warranty period has been linked 
(Qin interview, 2012).  
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7.7 Anglo-American model 
 
Business organization also can use Anglo-American model of financial control drivers 
out long-run employee development. Anglo-American model of financial control can 
drive out long-run employee development and reduce relevant risks. Business firms 
also can use HR specialists to cope with the problems of expatriate angst and cross 
country communications. Business organizations can use cross country 
communications to manage their international operations and international managers 
in order to identify their competitive advantage. In changing environment, business 
firms should change their HR strategy to adopt change of environment. Cycles of 
stability & change are industry dynamics because business organization can use 
unrelated diversification to confirm their constituent parts. Their business units can be 
located in particular industries in order to link to different individual business units. 
Strategic group can be linked with the same set of customer needs. Business 
organization can use periods of crisis and identify stable growth. Winners and losers 
should be integrated. Business firms can create new competitive space and introduce 
innovations at the outset of industry formation. Business firms can recruit skilled 
people to create innovative environment (Qin interview, 2012). It can combine 
innovations to formulate industry and create new competitive space. Business firms 
should integrate successful followers and successful leaders. The mature context is 
dominant designs. Taihe Furniture Company can settle into a period of stable growth 
based on dominant designs. Mature context, innovation context and renewal crises 
can be integrated. Business firms can use the mature context to remain credible 
members of the industry in order to enter a period of relative stability. They can focus 
on continuous improvement in order to prevail business model.  
 
The mature context can be punctuated by stable growth and next crisis. Renewal and 
innovation can make renewal crisis. Business firms should integrate a new round of 
technological or organizational innovation. A general threat external to all firms can 
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cause different problems. Business firms should analyze establishment crisis, maturity 
and renewal crisis. Following figure shows establishment crisis, maturity stable 
growth and renewable crisis. Business firms should identify establishment crisis, 
maturity and renewal crisis to analyze viable strategic configuration, readiness for 
change and successful reconfiguration to cope with threatening change or failure.  
 
Establishment 
crisis: 
viable strategic
configuration
or failure
Maturity:
stable growth
but variations in 
performance 
and readiness 
for change
Renewal crisis:
successful
reconfiguration
to cope with 
threatening 
change or failure
 
(Boxall & Purcel, 2008) 
 
7.8 HR specialists 
 
Business firms can use HR specialists to manage pressures and support the line 
managers. HR specialists can contribute different advice and put forward sound 
recommendations for improvement of performance and competitive advantage. In the 
mature context, business firms should develop some form of human resource 
advantage and recruit senior mangers to insight the patterns and problems of HRM in 
the firm. Business organization should build high-quality HR planning in order to 
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strengthen willing cooperation between line-manager learning and firms. Taihe 
furniture should build superior consistency in HR practice and reduce the gaps 
between reality and intention in HRM (Boxall & Purcel, 2008). Following figure 
shows different cycle of competitive analogue, rivalry and market scope.  
 
Class 1: slow 
cycle
Class 2: 
standard cycle
Class 3: fast 
cycle
Competitive 
analogue
Local monopoly Traditional 
oligopoly
Schumpeterian
Rivalry Relaxed: 
sheltered markets, 
isolated 
competition
Extended market 
share battles, 
competition on 
scale
Dynamic: intense 
rivalry, focus on 
innovation
Market scope Narrow: 
company markets 
localized
Defined broadly: 
national or global 
mass markets and 
advertising
Varies: overlaps 
traditional 
markets, in state 
of redefinition
 
(Boxall & Purcel, 2008) 
 
Business organization establishes a pattern of behaviour in order to make effective 
change. Firms can set up general rules to meet the needs for entrepreneurial talent. 
Successful pioneers can motivate successful followers to achieve gaols and objectives 
of entrepreneurial talent. Taine Furniture Company can build entrepreneurial team to 
strengthen cooperation and productivity growth. Condition of viability must be 
analyzed for suitable recruitment and selection of relevant human resource. Different 
firms are able to retain a group of employees and recruit skilled people (Boxall & 
Purcel, 2008). They can expand the founder’s concept of the business. Business firms 
can stabilize a competent workforce. Small professional-service firms can remain 
viable as permanently small firms. Critical mass can be linked to lack of growth 
potential. Business firms can rely on the implicit philosophies and informal practices 
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of the entrepreneurial firm. In the mature phase, business firms should comply with 
various employment regulations and the possibility of unionization. HR strategies 
should be formalized.  
 
7.9 HR strategy and industry dynamics 
 
At the renewal context, it is HR strategy and industry dynamics. HR strategy of the 
renewal context is different from mature phase and the establishment phase. At stage 
of renewal context, business firms can dominate the direction of industry change. The 
firms can adapt to the direction of change. Previous strengths can transfer weaknesses. 
Previous weaknesses also can transfer previous strengths. Unresolved conflict can 
disrupt renewal efforts and create an adequate motivational climate. They can ensure 
wider political acceptability for the desired changes. Supportive non-human resource 
including adequate finance and allocated to HR problems also can create high 
competitive advantage (Boxall & Purcel, 2008). Adequate finance resources can win 
high competitive advantage. It also is one of firm resources. An appropriate mix of 
HR systems can help business firms to make full use of potential sources to win HR 
advantage.  
 
Perceptual is the second condition for human resource management. Senor 
management also faces different cognitive problems. A complex cognitive problem 
can set up different strategies to resolve different problems. It can survive business. 
Firms must use the financial resources to make effective allocation and improve 
human skills. Business organization can win high human resource advantage in the 
renewal phase. Business organization cans right size and restructures strategies in the 
renewal phase (Boxall & Purcel, 2008). The industry landscape can ensure success of 
human resource management. However, some competitors can weaken the process. 
They may lead to bankruptcy. The industry can concentrate the stronger survivors.  
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7.10 Summary 
 
Business firms can analyze potential sources of HR advantage. Human resource 
advantage in the mature context should he strengthen. At mature context, business 
firms should use the resource-based view to improve value and ensure the consistency 
of HR practice. Business firms can analyze key elements, HRM and the viability of 
the firm. Business firms can integrate talented and functioning leadership team, 
motivated and capable operating workforce, supportive non-human resources, 
including adequate finance, allocated to HR problems and an appropriate mix of HR 
systems. Talented and functioning leadership team can guide correct direction of 
HRM in business firms. Business organization should set up talented and functional 
leadership team to make HRM strategies, reward system, training program and 
personal development. Cooperation and consensus should be focused on for problem 
resolution and conflict identification. Motivated and capable operating workforce can 
provide better conditions for employee management and employee loyalty creation.  
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Chapter 8 Conclusion and recommendation 
 
8.1 Conclusion 
Core competency is a specific factor which business can depend on. Business 
organization can use their core competencies to improve their performance and 
enhance their employee loyalty and commitment, and business firms can use three 
criteria to measure their core competencies. A core competency has different forms. 
Business firms can use different forms to indicate their core competencies in order to 
identify different problems and improve their competitive advantage. Core 
competency also includes culture and product development. Best human resource 
management is one of important core competencies because human capital decides 
success of business. Employee dedication, good market coverage and best HRM are 
core competencies of business firms. Core competencies have particular benefits. 
They can offer the fundamental basis to increase value and profitability of business 
firms. The performance equation is very effective for business organization’s 
performance management. The performance equation is introduced by Boxall & 
Purcell (2008). Business organization can use AMO framework to make effective 
performance management. The performance equation is P=f(A,M.O). The AMO 
framework indicates that individual performance is combination of individual’s 
abilities, their opportunity and individual motivation to perform in the specific 
context.  
 
Based on a typology of performance types, four performance types are stars, solid 
citizens, marginal performers and chronic under-achievers. The chronic 
under-achievers may have misrepresented their abilities at recruitment and selection 
process. Chronic under-achievers have major emotional and intellectual weaknesses.  
Marginal performers are unable to handle high-pressure situations. Marginal 
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performers could be generally adequate and could not deal with weak in a couple of 
critical performance domains. Marginal performers are slightly below most 
performance standards. However, marginal performers can use greater personal efforts 
to improve know-how. Stars are advanced and highly respected technical experts. 
Stars are very capable general managers or highly creative business winners. It is over 
time and perceived as having star abilities by most people in the workplace and 
possibly the industry. Stars should operation with the necessary motivation. Business 
firms canidentify employee abilities and set up effective performance measurement 
and system. Firms also can make effective distinction between recruitment strategies 
and selection practice. Selection is the process of choosing right people for 
performance growth. Job candidates should have some abilities in order to meet 
requirements of job position such as procedural knowledge and declarative knowledge 
and motivation. Recruitment strategy also is associated with employee ability.  
 
8.2 Recommendations 
 
Taihe Furniture should analyze potential sources of HR advantage. Human resource 
advantage in the mature context should he strengthen. At mature context, business 
firms should use the resource-based view to improve value and ensure the consistency 
of HR practice. Business firms can analyze key elements, HRM and the viability of 
the firm. 
 
Taihe Furniture Company should establish a pattern of behaviour in order to make 
effective change. Firms can set up general rules to meet the needs for entrepreneurial 
talent. Successful pioneers can motivate successful followers to achieve gaols and 
objectives of entrepreneurial talent.  
 
Taihe Furniture can use HR specialists to manage pressures and support the line 
 76 
managers. HR specialists can contribute different advice and put forward sound 
recommendations for improvement of performance and competitive advantage.  
 
Taihe Furniture Company can integrate employee’s skills to customer relationship 
management. Taihe Furniture Company can transfer employee empathy skills to 
resolve their quality problem on furniture product. It can provide 48 hours service and 
received information from customer and repair service for their customers within 72 
hours.  
 
Taihe Furniture Company can focus on selection and training pro technical 
competence, company value and continuous learning. Company value is linked to 
corporate culture. The value of business firms should be integrity, honesty, 
customer-oriented, employee-oriented, contribution and diversity management.  
 
Taihe Furniture Company can use strategies and different capabilities to increase 
barriers to imitation of resources in order to win their sustainable competitive 
advantage. Isolated factors could not cause productivity. However, coordination of 
resources can create barriers for isolating mechanisms. Corporate culture can help 
business firms to build best employee relationship.  
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Appendix: 
Interview questions  
1. What are your problems of HRM? How do your companies to resolve 
these problems? 
2. What are your company’s key competencies? Do you identify HR as 
human capital? How? 
3. How can your company strengthen their core competitiveness by 
focusing on strategic human resource management to build strong 
relationships with their employee? 
4. How do you set up recruitment criteria to ensure attractiveness of 
talented people? 
5. What is your main recruitment approach for talented people? 
6. What are your recruitment strategies to recruit skilled people? 
7. What is your process of recruitment and selection? 
8. Which HRM theory supports your recruitment program?  
9. What’s relationship between performance and reward? How do you 
make performance management? 
10. How do you set up training program to improve employee skills? 
11. How do your companies use recruitment strategies to ensure your 
performance?  
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12. How do you communicate with your employees in order to build best 
employee relationship? 
13. How does your company improve your employee engagement and 
commitment? 
14. Does employee citizenship play important role for the establishment 
of best employee relationship? 
15. What is your reward policy? What is relationship between reward 
policy and motivation? 
16. What is dynamics of group work in your company? Is it effective? 
How?  
17. How can your company strengthen their competitive advantage by 
strengthen the HRM ways in current situation? 
 
 
